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Family business plays a crucial role on a global scale and it has been researched in depth in
recent years (Chalus-Sauvannet, Deschamps & Cisneros, 2016). Family businesses make up a
large section of the world’s GDP (Van der Merwe, 2011), and in the U.S. alone, over half of
GDP is accounted for from family businesses (Vera, Dean, 2005). In 2014, family businesses
made up 19% of the global economy, which had increased significantly from 15% in 2005
(Heidrich, Makó & Csizmadia, 2016). Among the important roles that family businesses play are
job creation, knowledge transfer, and the stabilization of the economy (Heidrich, Makó &
Csizmadia, 2016).
By definition, a family business is a business that has a family majority ownership and the
intention of transferring the company to the next generation. (Van der Merwe, 2011; Nicholson,
2008; De Massis, Chua, & Chrisman, 2008). One of the most important aspects of a family
business is continuing with family leadership and/or ownership, but this is also where so many
family businesses fail. It is estimated that more than 70 percent of family owned businesses do
not survive the transition from founder to second generation (Grassi Jr. & Giarmarco, 2008). The
30% of firms that do survive through the second generation (Heidrich, Makó & Csizmadia, 2016;
Luan, Chen, Huang & Wang, 2018) is whittled down by another 15% as the business passes to
the third generation (Tatoglu, Kula & Glaiste, 2008). When companies create formal or informal
succession plans, they can avoid and identify potential problems to help make the succession
successful and reduce the number of failed businesses (Heidrich, Makó & Csizmadia, 2016).
There has been significant research done on the key factors that need to be considered when the
succession takes place (Ghee, Ibrahim & Abdul-Halim, 2015; Tatoglu, Kula & Glaiste, 2008;
Blumentritt, 2016; De Massis, Chua, & Chrisman, 2008; Daspit, Holt, Chrisman, & Long, 2016).
Other researchers mention key factors while focusing on other aspects of succession or more
niche topics on succession (Van der Merwe, 2011; Marler, Botero & De Massis, 2017; ChalusSauvannet, Deschamps & Cisneros, 2016; Lee, Lim G. & Lim W., 2003; Vera, Dean, 2005;
Karmazin & Csákné, 2016). Więcek-Janka, Mierzwiak, and Kijewska discuss the barriers to
successful transitions trying to understand the reasons of succession failure (2016). The factors
are separated into two main categories: internal and external (Więcek-Janka, Mierzwiak &
Kijewska, 2016). The internal factors are as follows: motivation, willingness, knowledge,
competencies, personality, and self-empowerment. The external factors are culture, Family
Business Values (familiness), social-emotional wealth (SEW), and legitimacy (Ghee, Ibrahim &
Abdul-Halim, 2015; Van der Merwe, 2011; Tatoglu, Kula & Glaiste, 2008; Lee, Lim G. & Lim
W., 2003; Więcek-Janka, Mierzwiak & Kijewska, 2016).
Two of the key factors to be discussed are the successors willingness and motivation (Marler,
Botero & De Massis, 2017; Daspit, Holt, Chrisman, & Long, 2016). Van de Merwe (2010) found
that there were statistically significant results to show that willingness does influence the
successors “perceived suitability”. A study done on social psychology research by Parker, De
Massis, Chua, and Chrisman, in 2008 found that half-hearted efforts by the successor or a lack of
willingness can be harmful to the family business in the long run when the successor takes over.
Willingness is differentiated from motivation because willingness is the desire to want to take
over (whether competent or not) while motivation is the reason of the desire to take over
(Blumentritt, 2016).
According to Sharma and Irving (2005) there are four types of successor’s commitment to family
firm: affective, normative, calculative, and imperative commitment. Affective is when the

successor agrees with the company’s values and is confident in their own ability to succeed.
Calculative is when they weigh their options and believe that they will lose if they do not enter
the family business (Zelllweger, 2017). Normative is when the successor feels pressure to
continue with the family business as part of the tradition, and finally, imperative is when the
successor lacks confidence and ability to succeed outside of the business and see this as their
only option (Chalus-Sauvannet, Deschamps, & Cisneros, 2016). In each of these scenarios the
successor is willing to enter into the company, but the type of motivation will influence the
likelihood of success. “If intrinsic motives are aligned with personal needs, career aspirations,
and identity” it can help the successor take over the business for the right reasons (Daspit, Holt,
Chrisman, & Long, 2016, pp.34). Willingness not only is the desire to take over currently but
also the long-term commitment to the company (Luan, Chen, Huang & Wang, 2018). One factor
to be wary of is if someone is too committed; it can lead them to be closeminded and unwilling
to bring new and innovative ideas to help the business grow. Instead, they stick to limited options
when making decisions (Mitchell, Hart, Valcea, & Townsend, 2009).
Knowledge and competencies are the next two internal factors that family businesses should
analyze in the succession processes. There are two different theories on how someone can gain
knowledge. One is through an acquisition process while the other is called the participation
paradigm (Heidrich, Makó & Csizmadia, 2016). The first theory states that knowledge is
objective and can be acquired through university degrees, graduate school or a business
administration or relevant technical sector (Venter, Boshoff, & Maas, 2005). The second theory
is based on a process and that knowledge is learned over time through interactions with people
and hands-on experiences (Heidrich, Makó & Csizmadia, 2016).
In the latter instance, the knowledge can be gained from experience inside the family business or
from outside work experience (Chalus-Sauvannet, Deschamps, & Cisneros, 2016). Part of this
knowledge can come from exposure to the business (Marler, Botero & De Massis, 2017) which
can be achieved starting from a young age, working around the business, and absorbing
information about the business and how things work (Poza & Daugherty, 2014; De Massis,
Chua, & Chrisman, 2008; Stavrou, 1999). The experience helps form perceptions of the business
and learn about the obligations before they ever enter the firm as an employee (Daspit, Holt,
Chrisman, & Long, 2016). This information can be later applied in life to help make them more
successful, but the incumbent needs to help initiate the experiences as a child (Daspit, Holt,
Chrisman, & Long, 2016; Cadieux, 2007).
Tatoglu, Kula, and Glaister (2008) discovered that “by far the most influential selection criteria
was competency,” while other key factors were, “interest in the business and education”.
Another study found that there was a positive statistically significant effect on performance when
the first born was not chosen, meaning that other factors such as competency were considered in
the process (Calabró, Minichilli, Amore, & Brogi, 2017). One of the ways in which people
determine competence is through assessing a successor’s education and work experience inside
and outside of the company (Vera, Dean, 2005). Knowledge and competency are so important in
the succession process, because they can dictate how successful the transition can be. It is crucial
to precisely calculate what job-related abilities the successor is lacking and which skills they
already have (De Massis, Chua, & Chrisman, 2008). Competency has no concrete measurement.
Blumentritt (2016) suggests that competency is a measure of perceived ability and due to this he
describes it as, “an offspring’s confidence in her own capabilities to run the family business”.
Using Blumentritt’s idea, competency is based on the confidence they have in themselves. If

successors are not confident in their own abilities they can succumb to their fears. Fears such as;
being unsuccessful, fear of criticism, fear of responsibility, and fear of competition can get in the
way and prevent the successor from transitioning successfully (Więcek-Janka, Mierzwiak &
Kijewska, 2016). The outside work experience allow successors to gain confidence in themselves
and their ability in a more objective environment (Vera, Dean, 2005).
The final two internal key factors meant to help successors manage the business successfully are
personality and self-empowerment (Van der Merwe, 2011). Potential successors put time and
effort into the business, and their hard work makes them better candidates for the business
(Tatoglu, Kula & Glaiste, 2008). To own and run a business is a difficult task with many
challenges to overcome. The incumbent needs to be sure that the successor has the fortitude to
continue to expand the business. The amount of self-empowerment that the successors display,
would demonstrate their future ability to overcome challenges. One of the ways they will have to
overcome the challenges is through their decision-making ability (Tatoglu, Kula & Glaiste,
2008) and whether or not they will be able to make the right decision in key situations. The
successor may have different leadership style than the incumbent, but both work equally well.
Often the incumbent becomes too focused on choosing and training the successor to be the most
like themselves. This is not always the best option because it has been found to lead to family
business failure (Nicholson, 2008). The successor may not have the same talents or skills that the
incumbent had but can still run the company successfully. If the incumbent tries to force the
successor to act like they did, problems occur. The successor’s natural management style and his
ability to innovate for productive change is diminished. One study found that past successful
strategies used to transition companies, do not work in subsequent transitions (Mitchell, Hart,
Valcea, & Townsend, 2009). Allowing a natural leadership style to emerge can increase the
chances of a successful transition.
The successors’ personality characteristics effects their ability to handle the business. One of the
main characteristics is the level of fear they face that impacts the successor’s likelihood of
stepping out of their comfort zone to take on more responsibility and start making changes to the
company (Więcek-Janka, Mierzwiak & Kijewska, 2016). The fear of failing will hinder their
potential. A study by Marler, Botero and Massis (2017) found that the communication between
successor and incumbent is enhanced if they have the same personality type and is diminished if
they have differing personality types. They describe two main personality types as proactive
personality, which is described as “an individual’s tendency to bring about meaningful change in
his or her environment, and a passive personality, where an individuals are “resistant to change
and prefer to maintain status quo” (Marler, Botero & De Massis, 2017, p. 58, 67). A proactive
successor will take initiative that will help the incumbent feel secure to step down (Marler,
Botero & De Massis, 2017). Mitchell, Hart, Valcea, and Townsend (2009) said the key factors of
personality that effect successors success are tolerance of ambiguity, locus of control, cognitive
complexity, professional aspiration, power base, political acumen and commitment.
The first two external factors are business culture and family values. In a family business the
values have been passed on from one generation to the next and to employees, but also to the
offsprings. This creates a system of synchronized principles which would help the succession
process as the next generation would hold the same values as the previous (Devins & Jones,
2016). This embodies the concept of familiness described as “the unique bundle of resources” a
firm has because of the interaction and relationships between the family and the business
(Zellweger, 2017; Daspit, Holt, Chrisman, & Long, 2016). In other words, it is the ability to

create an enhanced level of social capital unique to firms that are family businesses and cannot
be reciprocated in nonfamily business. The nonfamily firms lack the essential relationships that
are created when the family and business interact. (Mitchell, Hart, Valcea, &Townsend, 2009). If
the familiness is optimized the company will have a competitive advantage over similar
nonfamily firms. When the successor takes over, they will be able to continue the family’s
legacy or familiness and the corresponding competitive advantage (Devins & Jones, 2016). It has
been found that family businesses can exceed the performance of nonfamily businesses by their
ability to motivate employees in ways other companies cannot. For example, family businesses
are able to avoid agency costs and can focus more on the long term, offering a stability to their
employees (Nicholson, 2008). The familiness also has disadvantages. Therefore, a family needs
to make sure to use its resources to their advantage and avoid drawbacks such as a lack of
available capital or lower growth (Zellweger, 2017).
Children can learn a lot from their parents growing up and it is during this time that they can see
how the family values become ingrained in their own values (Poza & Daugherty, 2014; Van der
Merwe, 2011). Strong values of a firm help its continuity and also help unify people in the
business (Ghee, Ibrahim & Abdul-Halim, 2015). Ghee, Ibrahim, and Abdul-Halim (2015) found
in their research that strong family values lead to an overall smoother succession process with
the successor being able to achieve better performance than in the previous generation. The last
two key factors are interpersonal relationships and legitimacy. Some of the relationships created
in family businesses are part of the socio-emotional wealth (SEW) that include relationships
within the family, with employees, customers, and suppliers (Karmazin & Csákné, 2016). The
SEW focuses on the advantages a company enjoys, other than capital (Heidrich, Makó &
Csizmadia, 2016). One dimension of the SEW is that there is a large amount of trust in the
family which reduces the cost of monitoring and helps ensure that people are not worried about
things going on behind their back (Karmazin & Csákné, 2016). The trust building process takes a
long time and if broken it is difficult to mend. Therefore, it is crucial for the following generation
to create relationships with the stakeholders of the company to gain their trust and prove that the
family traditions continue (Heidrich, Makó & Csizmadia, 2016; Daspit, Holt, Chrisman, & Long,
2016). A negative side of SEW can lead incumbents to choose primogeniture instead of choosing
the best qualified candidate (Calabró, Minichilli, Amore, & Brogi, 2017).
Venter, Boshoff, and Maas (2005) state that the successors with the most success after the
transition had closer relationships with the incumbent than those who were less closed. The
successor and the incumbent need to increase communication to have a smooth transition process
(Vera, Dean, 2005) and to boost trust (Daspit, Holt, Chrisman, & Long, 2016). As the process
occurs, changes take place between the relationship between the incumbent and the successor
(Marler, Botero & De Massis, 2017). Communication is one of the keys to perceived family
harmony which can play a crucial role in succession (Sharma, Chrisman, Pablo, & Chua, 2001).
Some of the keys to these relationships are openness, responsibility, personal development
(Heidrich, Makó & Csizmadia, 2016) and understanding of other people’s skills, abilities and
respect for each person (Venter, Boshoff & Maas, 2005). The predecessor is responsible to offer
advice, give recommendations, and support their decision to the successor as part of their
communication during the process (Cadieux, 2007). It is necessary to consider the relationships
within the family and how the changes that will occur will affect relationships and in turn, family
harmony (Tatoglu, Kula & Glaiste, 2008).

When navigating family relationships, it is important to differentiate between inside and outside
of the business and it may be important to discuss the issue on when each person will wear the
different hats in the relationship (Vera, Dean, 2005). Defining the hats can help family members
know when they are talking to a mother or father versus a boss or employee. If family members
do not navigate these relationships carefully the businesses stability can be threatened (Ghee,
Ibrahim & Abdul-Halim, 2015).
One way a successor can get legitimacy is if the incumbent trusts the successor and believes they
have the abilities and skills to take over (Van der Merwe, 2011; Sharma, Chrisman, Pablo, &
Chua, 2001; De Massis, Chua, & Chrisman, 2008). The other stakeholders in the company have
seen the incumbent work hard through the years and trust them and their judgement. If the owner
believes in the successor and openly gives their support, the other stakeholders will give the
successor a chance to prove himself or herself. (Venter, Boshoff, & Maas, 2005; De Massis,
Chua, & Chrisman, 2008). If the incumbent trusts the successor they will relinquish some of their
informal power allowing the next generation to truly make decisions for the company (Mitchell,
Hart, Valcea, & Townsend, 2009). It is important that the owner plans, coaches and develops the
skills in the successor instead of trying to accomplish everything themselves (Sharma, Chrisman,
Pablo, & Chua, 2001). Coaching through mistakes also helps the growth of the successor.
Another way a successor can create legitimacy is to achieve success outside of the family firm,
in another company (Tatoglu, Kula & Glaiste, 2008). One study found that when children
returned to take over the family business after years of working in other fields successfully, the
legitimacy they earned gave them the ability to make large changes in the company while still
keeping the respect of the stakeholders involved (Chalus-Sauvannet, Deschamps, & Cisneros,
2016). Working outside the company can give the successor a more objective legitimacy than
just working within the company because outside of the company they have a more objective
evaluation of their skills, where there is no influence of family (Tatoglu, Kula & Glaiste, 2008).
The successor must prove themselves before they can earn the respect and be legitimate in the
eyes of the stakeholders, but until this occurs the succession has not been completed (Tatoglu,
Kula & Glaiste, 2008). Successors can prove themselves through their performance at the
company as well as through their interpersonal skills (Poza & Daugherty, 2014). Once the
successors have proven themselves and have earned a sense of legitimacy, they start to create an
atmosphere where people have a strong sense of loyalty to the family values and to the company
(Tatoglu, Kula & Glaiste, 2008). This can be defined as emotional capital and the firms with
higher emotional capital have longer continuity. Some of these stakeholders include customers,
especially those that are long-term customers. The successor needs to establish their legitimacy,
or gain the trust of these important stakeholders, so the stakeholders stay involved in the business
as important customers, investors or key employees (De Massis, Chua, & Chrisman, 2008).
Most of the literature covers the factors for succession and situations that may happen
like daughters taking over the family business in Vera and Dean’s research (2005) or unexpected
successions in Chalus-Sauvannet, Deschamps, and Cisneros’s research (2016). Most of the
research mentions planning for succession (Heidrich, Makó & Csizmadia, 2016; Tatoglu, Kula &
Glaiste, 2008; Ghee, Ibrahim & Abdul-Halim, 2015; Luan, Chen, Huang & Wang, 2018; Venter,
Boshoff, & Maas, 2005). Of those that do mention succession as a process, only a select number
focus on the fact that it is a continuous event and not an event that occurs and then is over
(Marler, Botero & De Massis, 2017; Lambrecht, 2005; Van der Merwe, 2011).

Methodology
The goal of this research is to study in depth how family businesses complete the leadership
succession process from the first to the second generation and how they continue the succession
process after the transfer of leadership. The research question is to identify the key challenges of
leadership succession and some of the best practices utilized by family firms. In the process, I
will analyze which factors influence the succession and how the actions of the successors and
incumbent influenced the result of the transition. I will also analyze what made the incumbent
decide to begin the transition of the leadership position.
The research method involved to investigate the succession process is called a semi-structured
interview. This will help obtain the in-depth knowledge needed to complete the analysis on
succession. Semi-structured interviews are the best option because they allow for open-ended
answers that surveys do not allow (Luo, & Wildemuth, 2017). Some questions would need
clarifying information and some responses may need further explanations. Each case is different
and depending on the situation, the questions would have to be adjusted. This cannot be done
with a survey. Likewise, a structured interview is too rigid to answer the research question. An
interviewee may have a response that triggers a new line of questioning that is not on the list of
questions. With a structured interview there would not be room for this adjustment. The semistructured interview gives the balance and flexibility to complete the research with the detail that
is necessary for the analysis.
I included one quantitative section in the interview to try to see if any patterns occur more
frequently than others and how the successors decided to weight their options. The quantitative
section contained two questions: 1) What was the most important criteria in your opinion for the
incumbent choosing you as the successor? 2) What was your motivation to join the company?
They were given various options to distribute 100 points for each question and were also able to
add another option that was not on the list.
Each succession has a very large set of complex parts and each family approaches the succession
differently. One minor difference in the family can change the entire family dynamic. A semistructured interview will help to stay on task and give guidelines, yet still allow for adjustments
when an unexpected response occurs. Also, semi-structured interviews will be more open and
allow interviewees to express their opinions and ideas how they see fit (Esterberg, 2002). Each
interview can be tailored to the interviewee while still obtaining the same core information.
According to Kristin Esterberg, an American sociologist, in her book Qualitative Methods in
Social Research (2002), an aspect that can be overlooked in research is the relationship created
when the two people meet for an interview. Some researchers suggest to not form any
relationship with the interviewee in the process. In this study it will be important to form a
relationship with the incumbents to have them really open up to discuss their succession. Some
successions do not go smoothly, and it can be a hard topic for people to discuss. If the interview
is more conversational they may feel more open to share these difficult subjects. The goal in the
interview it to try to build strong rapport between the interviewer and the interviewee (Esterberg,
2002).

Part of the process is to help create meaning for both the interviewer and the interviewee
(Esterberg, 2002). By trying to create meaning from the interview, the interviewee may gain
more insight into understanding the succession process and to change things that went wrong in
the succession. For instance, an incumbent may have felt that their predecessor did not prepare
them well for the job and thinking back and describing all the problems they had faced will give
them time and perspective about what they could change for the next succession. The
participants of this research belong to family businesses currently run by the second generation
who inherited the leadership from the founding generation of the business. The leadership
transition must be complete. This purposive strategy was chosen to sample the participants with
viewpoints and to compare the differences (Esterberg, 2002).
Our sample has ten companies, and the second-generation successors were interviewed. They
were all from Pennsylvania and most were members of the High Center, one of
the oldest and largest family business centers in the U.S. with over 150 companies
Table 1.1
as members. Our companies ranged in size in terms of employees and revenue as
illustrated by the chart below. There were six males and four females interviewed. Seven of the
interviews were conducted face to face and three were completed over the phone. There is a
diverse representation of industries in our sample as well as a large range of title years for the
successors. The company and the successor names are kept anonymous and are coded in Table
1.1 by using the letters A-J and will be referenced later in the paper as such.
Company

Gender
M/F

Full-Time Employees

Revenues
($mm)

Industry

Title Year

A

F

70

1

Automobile

2012

B

M

14

12

Construction

2016

C

F

2

.725

Golf

2015

D

M

35

10-12

Book
Production

2003

E

M

45

2

Finance

1999

F

F

18

5

Finance

2007

G

M

52

6.5

Distribution

2019

H

F

1

0.1

Poultry Grower

2015

I

M

2500

300

Contractor

1982

J

M

1500

275

Snacks

1990

Results
As the research was concluded and the data was analyzed there were some reoccurring factors. In
the quantitative section of the research we found some interesting trends in the ratings by the
successors. From the first question on what was rated as the most important criteria on why the
incumbent chose the successor, we found the 3 most important criteria. In Table 2.1, the top 3
are: 1. Their motivation to take over 2. The integrity and commitment to the business and 3.
Their expertise in the industry. This is to be expected from the literature review which through
the research of Daspit, Holt, Chrisman, and Long (2016) showed how important the motivation
of the successor can be for the transition.
Table 2.1

Motivation
Lack of other opportunities
Company fits your values/culture
Industry is doing well
Pressure to continue the Family Business
Entrepreneurial freedom/ being your own boss
Financial reasons
Career Goals
Personal reasons
Others______________________________

D
0
5
10
5
20
20
20
20
0

G B A C F H J E
0
0
0 0 0 0 10 0
0
0 20 25 20 50 20 0
0
0 10 0 0 0 20 0
0 20 20 5 30 0 5 0
25 60 20 20 20 50 10 50
25 10 10 20 20 0 15 0
25 10 10 30 0 0 10 0
25
0 10 0 10 0 10 50
0
0
0 0 0 0 0 0

I
0
0
0
0
0
40
40
20
0

mean
1
16.5
4
11
30
17.5
15
15
0

In the second, question we found less distinction from one answer to another. There was one
answer that was given much higher weight than the rest, but most of the other answers were all
relatively close in the weight given. The top answer from Table 2.2 was the entrepreneurial
freedom to be your own boss. The other higher weighted responses were for financial reasons
and that the company fits ones values. As shown in the literature review, the family business
values are passed on from one generation to the next and they are passed on while the children of
the incumbents are growing up. It is interesting to see that the connection to the values of the
family may be reflected on the business in the Familiness and it makes the company attractive
for the successors (Devins & Jones, 2016).
Table 2.2

Most Important Criterion
D G B A C
F H J E I mean
Expertise (industry and business-specific)
5 25 1 10 20 20 0 5 50 40 18.1
Leadership skills
20 15 1 40 30 0 0 15 0 0 12.1
Education level
5 20 1 10 10 0 0 5 0 40
9.6
Motivation to take over
50 20 30 40 10 0 50 15 0 0 26.5
Integrity (values) and commitment to the business,
(stewardship): the importance of business continuity 20 20 1
0 20 20 50 30 50 0 25.1
Family and stakeholders support
Lack of other opportunities
Others _____________________________

0
0
0

0 60
0 1
0 5

0
0
0

0 40
10 0
0 20

0 25
0 5
0 0

0 20
0 0
0 0

14.5
1.6
2.5

While the quantitative data is interesting to note, the main aspects of the research were focused
on qualitative investigation trying to capture the struggles in the leadership transition process.
The top succession challenges that were identified are lack of support from employees, lack of
stewardship, difference in leadership styles, lack of knowledge on how to transition, working
with siblings, incumbent’s reluctance to transition, and strategic changes brought by the
successor.
Challenges
Lack of Support from Employees

Table 2.3
1
2
3
4
5
6
7

Lack of Stewardship
Difference in Leadership Styles
Lack of Knowledge on how to Transition
Working with Siblings
Incumbents Reluctance to Transition
Strategic Changes Brought by the Successor

1. Lack of Support from Employees
It relates to the employees’ trusting and respecting the successor. Some employees might not
believe that the successor is truly capable of running the company and that they are only gaining
the position because of the family connection. The successor needs to prove to these employees
that they are truly capable and deserving to be in those positions. Nine out of ten successors felt
that they had to prove themselves to the employees or gain respect in some way. This reflects
Blumentritt’s (2016) idea that the most important thing is that the successors are competent and
that they feel that they are capable to do the job.

Table 2.4

Characteristic
Prove themselves
Had Unsupportive Employees that
Ultimately Left or Were Fired
Outside Help with the Process
Started Career in the Company
Started Career Outside of the
Company
Incumbent Rated as Top Down
Successor Service Leader
Siblings in Company Currently
Siblings Have Complimentary Skills
Incumbents Working on Projects
Other Family Business in Past

Companies
Companies: A, B, D, E, F, G, H, I, J
Companies: A, C, D, F, G, I, J
Companies: B, D, F, G, J
Companies: D,G,J
Companies: A,B,C,E,F,H,I
Companies: A, B, D, G, H, I
Companies: A, B, C, D, E, F, G, H, I
Compaines: D, G, K, J,
Compaines: D, K, J,
Companies: D, E, F, G, J
Companies: A, B, D, E, F, G

As the CEO of company F mentioned: “You don't want to appear entitled and you want to make
sure that they realize that you're going to work just as hard as them. And it works that way. First
one in, last one out, coming in during the weekends, and working at night. It’s how people
respect you”. This did not only occur in the companies with female successors but also for the
male successors as well. In the case of the CEO of company I: “I think the biggest thing was to
do things that would, earn respect from the various business leaders around the company and
the whole organization.” In company D the successor said, “I felt that I had to work harder, be
better, produce more than others, to prove my worth.…. It was my leading by example that
brought people around.”
Once the successors had the trust of the employees, they gained a strong sense of legitimacy and
authority that allows them to run the company smoothly. The earned respect created a workforce
willing to commit to new initiatives for the company. Most employees trusted the successors
after they had consistently proved themselves. However, others could not be swayed, and seven
out of the ten companies had employees that left of their own desire or were fired. One example
is family firm I, where the employee did not trust the successor when he proposed a restructuring
program: “I presented it as a proposal to the management team and one manager attacked it and
attacked me and you could tell that he felt threatened by the proposal. He took out his anger with
me over the reorganization plan, so he got into a conflict with my dad.” Eventually, because of
this lack of support, the successor’s father had to fire that employee so that his son would have
the support he needed to complete the restructuring plan. Another company that fired employees
that were not supporting the successor was the Co. A, where she came in with new ideas on how
to improve the efficiency and one manager would just say “if it’s not broken don’t fix it” and she
would respond, “it may not be broken but it could be better.” Ultimately, he was one of the first
people she fired and, consequently, she created a team of managers that support her and are open
to making improvements.
Another example of when the employees left the company due to the lack of support for the
successor was when, in Co. D, the successor took power during the 2008 recession. He had the
option to either close the business or to lay off a large number of employees. He chose to lay off
employees and this upset many seasoned employees. The experienced employees decided to
leave the company rather than stay and work with the new leadership. The company D’s CEO
said: “We chose to let a few people go, then other people that were angry about it decided to
leave as well. Then you have to rebuild in their place: people that you can count on and that look
to you for leadership, they're yours.” He took a bad situation that at first looked unsurmountable
as talent left the company, and used that as an opportunity to rebuild the company with people
that would support him and share his vision.
One of the ways that some of the successors were able to prove themselves was through a
successful career outside of the family business where their last name was not a factor. For those
that started their careers inside of the family business, they generally were working a lot longer
in the family business before they got the title. They were able to prove themselves to their
employees over time. The successors whose career started outside, proved themselves through

outside success, getting promotions and becoming partners in the outside companies. In Co. E
the successor said: “I was already an established professional in the field, when I had worked in
Boston. I had become a partner in that firm. I managed money for very large institutional clients
and had successfully raised a substantial amount of money. I had plenty of credentials to
demonstrate to clients and to employees that I am capable.” He knew that his success in a firm
where he was not a member of the family showed that he was a qualified, capable successor for
his family’s business.
2. Lack of Knowledge on How to Transition.
Due to the fact that these companies were transitioning from the first to the second generation,
there were no previous successions to learn from. They had no prior experience on how to make
the process go smoothly and how to plan things out accordingly. The generational transition is
what takes the new ventures and truly makes them a family business. One of the ways that the
families were able to overcome the lack of expertise on succession is by using outside help. Five
of the companies stated that they used outside help during their transition process. This came as
seminars that the successor or the incumbent attended, family meetings with someone mediating
the process, or the High Center’s peer-groups meetings. All these options are good resources for
advice on a timeline of succession that works.
Co. D said that he and his brother went to a lot of succession planning seminars to learn about
the process. One company, Co. G, not only used the High Center but also hired a mediating firm
to guide the process with the family. He said that at the time of the advising session, they needed
to work through the process, his dad and both of his siblings were all working in the company at
the same time and would sometimes have conflicts with each other. They had a few sessions and
in one of those sessions they decided unanimously who would be the successor. He said that the
High Center also, “gives us ample help and opportunities and the best practices.” Co. F said:
“We got a family counselor to come in and talk to us about what do we really want.” They used
these talks to work together as a family to align their goals and hear everyone’s opinions.
3. Lack of Stewardship
Family business stewardship helps understand the behavior of family businesses. It involves
seeing the firm as the responsibility to the next generation and the current generation as stewards
of the business. The creation of a stewardship culture needs a process of learning and education
that starts early in life (Bretton-Miller, Miller, 2005). Due to the fact that this was the first
transition for each family business, the incumbent did not prepare the successor to the level they
could have prepared them. In most of the cases in our sample, the successor started their career
outside of the family business and four of the successors never thought that they would take over
the family business. Some never thought they would take over the business because there were
siblings ahead of them to take over, they never saw an opportunity, or they wanted their own
career.
For example, in Co. A, she never thought that she would take over because her brother was in
line to take over the company and she never had had the motivation to join the company. In Co.

F she said: “It was never in my radar that I was going to come here. In fact, I don’t think I’d
ever considered it until that lunch.” For her it was not until her parents asked her that she
decided to come back into the company to be the next successor. In Co. I, he was so set that he
would not take over the company: “I was not at all thinking about going to work for the
company. I had completely different goals and aspirations and if you had asked me back then if I
would ever even consider going to work for the company, I would have told you no.” In his
experience, in Co. I, it was not until his father and other members of the company asked him to
come work at the company that he changed his mind.
Only three of the successors started their careers inside of the family business. Of the seven
second generation members that started outside of the family business, four started in a related
field to the family business. For example, in company A, as she worked for a marketing agency
she has a chance to work with her family business, because they were a client of hers. She also
worked with other automotive dealers, giving her experience in the field. Other examples are in
Co. F and Co. E, who both started their careers outside of the family business but in the same
industry of investments. For Co I, he was working as a lawyer when he came into the family
business, despite the fact that his family business is not a law firm. The company brought him in
as legal counsel and he eventually moved up the corporate ladder. If he had not been working as
a lawyer at the time, he may not have been recruited to come back into the company.
Although the incumbents did not nurture successors in their early career, they did have them
work in the company as children or in college. Some of the successors worked very briefly in the
company typically during a summer.
Co I stated that: “I worked as a construction laborer for the business two summers when I was in
college and Co F discussed that she may have come home and worked in the family business
during college but she would have just been filing papers. Co B said that: “I was ten or twelve
years old, when I first started doing labor work and things in the field.” He not only worked
when he was young, but he also worked with his dad through high school and college during the
summers helping at the firm in the field.
4. Difference in Leadership Styles
Another challenge the successors faced was the difference in leadership styles. Six out of ten
successors rated their parent as a top-down leader, while nine out of ten successors rated
themselves as bottom-up leadership style. When the incumbent tried to make the successor run
the company in the incumbents style, the successors were unsuccessful (Mitchell, Hart, Valcea,
& Townsend, 2009), conversely, when the successor had a different leadership style it could also
lead to conflicts between the two parties. Some examples, where the leadership styles came into
conflict, are the companies G and D. In company G the successor stated that his father was much
more patient than he was. When he started working at the company he would discover, what he
considered great opportunities and he was anxious to capitalize on them. His father was much
less risk prone and said it was better to wait for the right opportunities. This was frustrating for
the successor, but once more time had passed, he saw that some of the opportunities he thought
were amazing would not have worked out for the company.

In company D, his father was keen to control every step in the manufacturing process. He was
the one in charge and did it all himself. “I mean, my dad, was a salesman, publisher, production
manager, and everything.” His dad was the supervisor, who did every step and he
micromanaged everything that went on. “He liked to read every book, he wanted to personally
approve every manuscript, personally approve every cover, personally approve every single
point in the process.” When his son, the successor gained control, he realized that he could hire
people and delegate many of the individual steps and creates experts that could focus on that
specialty. They run their section and have their own teams, but the successor of Co. D listens to
their ideas and provides feedback without having to do all the work. When discussing this he
said, “because I work with them and we keep running minutes on everything that goes on, I know
everything, I feel like I'm involved in everything, but I'm not actually doing all the details for it.”
This allowed him to grow the company and to focus on other more important tasks while staying
in touch with his key people. A culture of respect provides him with the important daily details
of the company, even though he is less involved in the process.
Despite their differences in leadership styles, six out of the ten successors said that they still used
the incumbent as an advisor throughout and after the transition process took place. This supports
Cadieux’s (2007) research on the role of the incumbent as an advisor. In company A, she said
one of her most important pieces of advice for future family successions is “to complete the
succession while the incumbent is still alive.” She recommended this as she still asks her father
for advice on many different situations. Bouncing ideas off her father allows her to use his
experience and her leadership style to come up with a well thought out solution. This does not
mean that she is going to do the same thing as he did in the past, but she will use his advice to
translate into different solutions to the same problems. Having this source of information gives
her an idea of what other people in the company will expect or how handling a situation a certain
way will result. She said that she is able to talk through decisions with him using his experience
as an invaluable resource. This is a huge advantage she said because her father is able to help her
tremendously.
Other successors like in Co. D said that he would meet with his dad, “on a regular basis we'd
have breakfast. Or I'd go see him in his house and we'd sit and talk for a while about things.” He
continued saying that he would help his dad while he was in the hospital and said, “I would bring
sales items and author deals into the hospital and sit with him and review them to get his
feedback.” Co. H said that, “as far as business savviness, they realized that I had a better
understanding,” but she would continue to ask her dad for help. Co. E also said that he asked his
father for advice and he said, “I asked him about everything” when talking about getting advice
from his father. Co. J also claimed that his father continued as an advisor. In Co. F, she said,
“My dad is still very much an advisor to my brother and I. Even though I hold the title, I still ask
him to participate in most of the major decisions. In my mind, it is still his company and he is
still very passionate about it.” It is clear that the successors use the incumbents to learn and as
guidance because of their experience and knowledge in growing the business from the ground
up.

Another issue that occurred with the incumbents due to the leadership style differences was
communication. In company G, he said that his father was a top down leader. Being a top down
leader means you may not share all your thoughts about when each step in the succession will
occur. For the successor of company G, he felt that he had already taken on a lot more
responsibilities but had seen no increase in compensation. This was frustrating for him, he said,
“sometimes the expectations and pay don't always match. And somewhere along the line that
needs to be worked out.”.
5. Working with siblings
Another issue is working with siblings. If more than one sibling works in the company, it can be
difficult for an incumbent to choose one child over the other, especially if this will affect family
harmony or will anger the unchosen potential successor. Nicholson (2008) found that the
incumbent’s inability to select a successor lead to family business failure. This was the case in
Co. G where the successor’s brother at one point was also interested in taking over the company.
The successor said about his brother that, “Depending on the day, he would say he wanted to
take over and other days he did not want to.” This put the father in a tough position on who to
choose as the successor. The way they overcame this issue was by holding meetings as a family
with a third party to act as a mediator and work through the issues. During the discussions, “we
made sure we were working things out and we all agreed that I would be the next President.”
This took a weight off the incumbent and allowed him to continue with the process without
having to affect the family harmony. The unchosen brother is currently working as a manager in
another part of the company. Working together to make the decision, maintained the family ties
and kept both brothers involved in the business.
Out of the companies we interviewed, only four had siblings currently working in the company.
Out of those four companies, three believed their siblings had complimentary skills to their own.
Some examples are the companies D and F. In these companies the successors both feel that their
personal skillset is creating relationships with stakeholders and being the face of the company.
At the same time, their siblings’ skillsets are in the IT department or behind the scenes of the
company. This helps them avoid conflicts or overlap in the activities they are assigned or that
they are overseeing. Co. F said about her brother, “He's a researcher, he's an intellectual and
less of a salesperson. I’m the outward facing person in the company so we work really well
together. He's the brains and the engine behind the scene and I help make the relationships and
get things done.”
Most of the companies had siblings work in the company at one point, but they eventually found
another path. One example of this is company A, where she started her career outside of the
business and never thought that she would take over the business. Her brother was in line to take
over the business, but when it came time for her father to pass the torch, he realized that his son
had some personal issues that would interfere with his ability to be successful. The father, now
ready to retire, had no one to pass the company onto. Then his daughter, the now successor,
stepped up and said that she would be willing to come back to the company and take over. She
left a strong career behind and had a successful transition process. Her brother, unfortunately,
had a difficult time accepting this change and her relationship with her brother has never been

the same. This caused a huge rift in family harmony, to the point where there is still a lot of
tension when it comes to family holiday get togethers.
6. Incumbent’s reluctance to transition
The next issue is the incumbent’s inability to let go. The incumbent in this research was the
founder of the company in eight out of ten companies. They grew the company to where it was
from the beginning to the point of the transition. They put their sweat and hard work into the
company for years and were able to accomplish a dream. Over time the company became part of
who they were, and this makes the company very hard to let go in some circumstances. Some of
the incumbents identify themselves with the company so when they pass it on, they are losing a
part of themselves. When the incumbent is not able to pass on the company, it can prohibit the
successor from truly being able to lead the company.
In company H, her father has not given up enough control in order to guarantee his daughter’s
control of the company in the future. She said, “I could put a building on it, but I did not want to
do it until I have some kind of promise.” She is a farmer who raises animals and if she expanded
and added another building she would be able to increase the number of animals substantially,
but because of her father’s inability to let go, she said she will not make any changes to the
company until she has that guarantee for her future security. This is hurting the company because
it is an opportunity for the company to grow, but is inhibited because the incumbent is unwilling
to pass on control.
One way that companies were able to overcome this was that six out of ten companies had other
family businesses somewhere in their family. They were able to learn from the other family
businesses even if their company never experienced a certain situation. In the case of company B,
the mother had a ten-year older brother who owned a mechanics shop. His son worked in the
company and when the mother’s brother was ready to retire, his son said he was no longer
interested in taking over the company. The son said he did not want this extra responsibility,
when he himself was almost ready to retire. Years ago, he wanted to take over, but now he did
not want the company anymore. His father waited too long before trying to pass on the company
and now the company did not make it to the second generation. In company B, his mother saw
what happened in her brother’s business and did not want this to happen in her family business,
so this triggered the succession process for company B. Without this knowledge from their other
family business, they may have fallen to the same problem that her brother’s company faced.
Another solution to help the incumbents let go of the company is if they had projects, hobbies, or
other activities to spend their time. Five out of ten successors were thought to have had some
other interest. One example of what the incumbents did after leaving the company is that one
became more active in ministry. The incumbent in Co. D “continued to travel for ministry. He
was asked to go to live in Africa for six months to preach at different churches.” He did not go
because he did not want to leave his grandchildren, but he focused on his ministry and he
continued to write books as well. In Co. G, his father still comes into the business but would just
work on his own projects that did not relate to the day to day operations of the company. In Co.
A the incumbent keeps his office in the company but just came in everyday to read the

newspaper and act as a consultant if needed. This gave him a purpose and allowed him to fulfill
his need to be part of something, it was all the better since it was something he created. Another
worked more on investments and did not do anything day to day in the company. In Co. J, the
incumbent bought many different things and worked on projects not related to the company and
expanded into many other fields. For example, Co. J said about his dad, “he invested personally
in some cases, and sometimes he would also encourage the company to invest. For example, in
the gas wells, the company did some, but he did more of it himself, so he kept some of that
personal.” Out of the six companies that said they continued to use the incumbent as an advisor,
four of them also said that their parents had other projects to work on to help them let go. The
combination of being involved by giving advice when needed, to the successor and having
projects to work on, the incumbents were able to let go of the company and allow the transition
to fully take place.
7. The strategic changes brought by the successor.
The last challenge faced by the family businesses were the strategic changes brought by the
successor. One example is in company G where he needed to make changes in how people
worked on a daily basis and bring more structure to various activities and processes. This upset a
lot of employees because they had been doing things the old way when his father was in control.
There were more rules now that his son took over; the son was a lot stricter. The successor said,
“I'm the bad guy. I don't have a choice because they're not pulling their weight.” This was a
huge challenge for the successor as he was trying to make the changes in the company to help it
become more efficient.
Another issue when the successor tried to make changes is when the incumbents did not agree
with the changes. In company I, his father invited him to join the company to take over as he
worked outside of the business, but when the son came in and started making some strategic
changes, his father was upset. The incumbent went to the board of directors and the successor
recounted it as such, “He went to the board of directors and he basically said, ‘I made a big
mistake. My son is not capable of running this business. You need to get rid of him.’” The
successor said his father was making his job harder because he wanted him out of the company.
Eventually the board had an ultimatum that they needed to remove the successor or the
incumbent. The board of the directors removed the father and the son is still running the
company. The incumbent left the company very angry and Company I said that his relationship
was never the same with his father. This caused huge issues with the family harmony. The
successor said, when talking about the situation in general, “the father says, ‘I wanted you to
come into the business because I wanted, new ideas and new enthusiasm, but you came in with
new ideas and new enthusiasm and I didn't like your new ideas and enthusiasm.’” This is the
exact case that happened in this situation where the incumbent did not like the changes that the
successor was making, and the Board sided with the successor because they wanted to see
change and growth in the company.
Another issue is with arguments with the incumbent on the changes that the successors wanted to
make. In Co. D, the successor had issues with the father on how they differed in their opinion of
how the company should be run. “We had some pretty tough battles at points, but some of the

best relationships are ones where you can have, a terrible fight still come back and still be
friends who care about each other, and still want to go forward.” They were always able to
work through them and he said he felt that this showed how close he was with his father. He said
his father never trusted him when it came to legal matters but always trusted him on the business
issues. He said to convince his father on legal matters, he had to have his brother, who was a
lawyer, talk with his dad to explain the matter and then his father would agree with him.
Conclusion and Further Research Directions
In conclusion, the companies we interviewed were able to complete a successful
transition by overcoming the many challenges and obstacles they faced. The ways in which the
companies were able to overcome these challenges is crucial information not only for families
getting ready for succession, but also for the people who try to advise family businesses on how
to transition.
Some areas for future research are to study whether our geographical sample of only
companies in Pennsylvania or our region could have trends that are not representative of the
nation. This would allow us to analyze the trends that occur throughout the nation or only in
regional segments and why that occurs. Further research could look at trends in U.S. family
businesses compared to family businesses in other countries around the world.
Another topic for future research would be to see is the trends we found would be
different based on the size of the companies and what challenges are faced more frequently for
small, medium, and large companies. Are the challenges different for male or female successors
in these different size companies. We would also like to see if the challenges are reoccurring for
subsequent generations by looking at second to third, and third to fourth and beyond.
Other research could interview both the incumbent and the successor in a more recent
transition and see whether the opinions between the two groups vary on how the succession went
and the challenges they faced. It would be interesting to see if there are discrepancies in the
opinions of how the transition happened. It would also be helpful to have firsthand knowledge
of the incumbent’s point of view. Researching both sides of the equation would be more helpful
for both incumbents and successors in the transition process.
Lastly further research could analyze the impact the industry of study has on the
challenges faced in the succession process. One industry may have incumbents that find it harder
to let go of the control and finish the succession process or have more resistance from
employees.
Overall it is crucial to have successful successions between generations in order to keep
the family business alive. It can be very difficult managing the relationships of a business and
even more complicated when it comes to managing business and family relationships. It is
important to consider all children even those that are not working in the company as potential
successors. Once the incumbent chooses the successor, it is crucial to work to avoid and
overcome all the challenges they may face in order to successfully pass on the business. Small

businesses are the driving force in the US and world economy. A strong, viable, family business
succession process will benefit all and enable the economy to continue to grow.
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